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Opinion

NEW YORK, Feb 17, 2010 -- Moody's Investors Service has assigned a Aaa rating to the Town of Brookline's $18.3
million General Obligation Municipal Purpose Loan of 2010 Bonds. Concurrently, Moody's has affirmed the Aaa rating
assigned to approximately $97.9 million in outstanding long-term parity debt. This issue is secured by the town's
general obligation limited tax pledge as debt service has not been voted exempt from the provisions of Proposition 2
½. Proceeds from the sale will refund bonds originally issued in 2000 and provide new money for various municipal
and school improvements. The refunding is expected to provide an estimated net present value savings in excess of
13% ($5.5 million) of refunded principal without extension of maturities. The Aaa rating incorporates the town's
currently sound financial position, sizable and affluent tax base, and affordable debt position.

FINANCIAL POSITION REMAINS SOUND

While Moody's expects near term fiscal operations will remain pressured by potential reductions in state aid, weak
local receipts growth and ongoing expenditure demands, Moody's expects Brookline's well managed financial position
to remain healthy given the town's proactive budgeting strategies. Fiscal 2009 audited results indicate the town's
second consecutive General Fund balance increase. General Fund balance grew by $2.1 million through a
combination of positive expenditure variances and additional revenue growth following a $6.2 million operating
override. Despite the overall growth of fund balance the unreserved portion declined by $3 million due to an increase
in encumbrances and continuing appropriations, primarily related to capital projects spending. At year-end available
reserve levels (Unreserved General Fund balance and Stabilization Fund) declined by $2.8 million to $25 million or
12.1% of revenues. While still healthy this represents the town lowest available reserve balance as a percent of
revenues since at least 2003.

Brookline's $197 million fiscal 2010 budget represents a 3.0% increase over the prior year. The budget balances a
12.6% state aid reduction and a $5.7 million appropriation increase with additional property tax revenues (3.6%
increase), free cash (18.4% increase) and other available funds which is composed primarily of enterprise fund
reimbursements, a tax abatement reserve surplus appropriation and a capital projects surplus appropriation. The
larger than historical use of one-time revenues in fiscal 2010 is attributable, in large part, to the settlement of a
longstanding negotiation process with property owners surrounding the site of the town's former landfill and the
planned use of free cash to support the town's pay-as-you-go capital program. Year to date management reports
revenues are running slightly above budget and municipal expenditures are generally favorable. However, the school
department is reporting an estimated $1 million shortfall. Given the town's practice of appropriating its entire certified
free cash balance, typically for capital, as well as ongoing expenditure demands and slow revenue growth the town's
ability to maintain a stable reserve position may be challenged at year-end. Looking ahead, the town's ability to
maintain structurally balance operations and maintain reserves levels in step with budget growth will be an important
consideration in future rating reviews. Also of note, the town expects to establish a Capital Projects Fund by year-end
to segregate the town's pay-as-you-go capital expenditures from the General Fund where they are currently recorded.
The change is expected to result in the transfer of approximately $14.7 million, representing the balance of the town's



encumbrances and continuing appropriations line in the General Fund, to the Capital Projects Fund. Moody's does not
expect the adjustment to impact the balance of the town's Unreserved Fund Balance.

The town's recently proposed fiscal 2011 budget represents a -0.6% ($1.18 million) reduction from the prior year. With
the exception of property taxes (3.5% growth) all revenue sources have been budgeted below fiscal 2010 levels.
Growth of operating expenditures is driven largely by the school department with a budgeted increase of 4.5% ($3.1
million). Further, as in prior years, the budget includes the town's entire certified free cash balance ($4.5 million) and
conservatively assumes a 5.4% ($892,000) reduction in state aid. Importantly, the budget does not include any
extraordinary adjustments as the town was able to reduce fiscal 2011 heath insurance expenditures by approximately
$4 million as the town prepares to join the Commonwealth's Group Insurance Commission, on July 1, 2010.

Indicative of the town's focus on long term financial planning and stability, management maintains additional
resources outside of the general fund including a $1.7 million liability reserve to mitigate the effects of unanticipated
legal claims. Additionally, the town's maintains an Other Post-Employment Benefits (OPEB) Trust Fund created to
address the town's unfunded actuarial accrued OPEB liability of $207 million (pre-funded). The fund had a $7 million
balance at the end of fiscal 2009 and the town's fiscal 2011 budget calls for a $1 million appropriation towards the
liability. This represents a $750,000 increase from the town's typical $250,000 annual OPEB funding increase.
Further, the fiscal 2011 budget also increases the town's pension contribution by dedicating its new local option meals
and rooms tax revenues to offset a potentially sharp increase in pension funding in fiscal 2012. The town intends to
partially offset the increase with additional $1 million appropriations in fiscal 2010 and 2011 from the local options
taxes, which were adopted during fiscal 2010.

SIZABLE AND AFFLUENT TAX BASE REMAINS STABLE

Moody's anticipates growth of Brookline's sizable $15.5 million tax base to remain modest over the near term given
continued weakness in the regional real estate market and recessionary economic conditions. Favorably located
adjacent to the City of Boston, (G.O. rated Aa1/stable outlook) and within easy access to the region's largest
economic center via public transportation, equalized value has increased at an average annual rate of 8.3% annually
over the past six years. Following a slight (0.7%) assessed value reduction in fiscal 2008, the town experienced a
3.4% increase in 2009, following a town wide property revaluation, and a 0.9% increase in 2010. The town has
experienced modest residential (90% of assessed value), commercial (8.3% of assessed value) and industrial value
growth in each of the last three fiscal years. Notably, the town's fiscal 2010 new growth levy of $1.7 million
represented the town's lowest amount in at least eight years and was below the $2.2 million average since 2004. The
town has conservatively budgeted a $1.5 million new growth levy for fiscal 2011. While the pace of large scale
development has slowed, the town expects future tax base growth to be supported by several development projects in
planning or underway including the estimated $100 million 2 Brookline Place commercial development. Wealth
indices in Brookline well exceed commonwealth and national medians, as reflected in the high equalized value per
capita of $283,510 (322% of the nation, 198% of the state) and per capita income of $44,327 or 170.8% of the state
median.

FAVORABLE DEBT PROFILE WITH MANAGEABLE FUTURE BORROWING; ACTIVE PAY-AS-YOU-GO CAPITAL
PROGRAM

Moody's expects Brookline's below average 0.6% (of equalized value) net direct debt burden to remain affordable due
to the town's conservative debt policies, above-average rate of amortization (89.5% within 10 years), anticipated state
school construction assistance, ongoing pay-as-you-go capital spending, and steady but manageable future
borrowing plans. The town's direct debt burden increases to 2.1% when incorporating Brookline's share of
overlapping Norfolk County (rated A2/positive outlook), Massachusetts Water Resources Authority (senior lien debt
rated Aa2/stable outlook), and Massachusetts Bay Transportation Authority (assessment bonds Aa1/stable outlook)
obligations. After adjusting for commonwealth school construction assistance the debt burden falls to an affordable
1.9% of equalized value. Further, debt service claimed a manageable 6% of general fund expenditures in fiscal 2009
however approximately 60% of Brookline's bonded debt is excluded from Proposition 2 ½ or supported by user fees,
reducing pressure on the General Fund.

Brookline's borrowing practices are guided by an annually-updated capital improvement plan coupled with a debt
management policy limiting net capital budget allocations, typically 5.5% of the town's prior-year operating revenues.
In an effort to provide fiscal 2010 budget relief, the town reduced its net capital budget allocation to 5% with the goal of
increasing its appropriation back to the 5.5% level by 2012. The updated six-year capital improvement plan calls for
$123 million in capital expenditures through fiscal 2016, with proposed general fund borrowing of $53 million (42% of
plan) and cash funding of $23.2 million (18% of plan). Given the town's comprehensive and prudent approach to
capital financing Moody's expects Brookline's debt profile to remain affordable.

KEY STATISTICS:



2008 Population estimate: 54,896 (-3.9% since 2000)

2010 Equalized value: $15.5 Billion

2010 Equalized value per capita: $283,510

Average annual equalized value growth (2005-2010): 8.3%

2000 Per capita income: $44,327 (170.8% of commonwealth median, 205.3% of nation)

2000 Median family income: $92,993 (150.8% of commonwealth median, 185.8% of nation)

Overall debt burden: 2.1%

Adjusted overall debt burden: 1.9%

Amortization of principal (10 years): 89.5%

FY 2009 General fund balance: $34.3 million (16.7% of General Fund revenues)

FY 2009 Available reserves: $25 million (12.1% of General Fund revenues)

Post-sale long-term G.O. bonds outstanding: $103.2 million

RATING METHODOLOGY USED AND LAST RATING ACTION TAKEN

The principal methodology used in rating this transaction was Moody's "General Obligation Bonds Issued by U.S.
Local Governments," published in October, 2009 and available on www.moodys.com in the Rating Methodologies
sub-directory under the Research & Ratings tab. Other methodologies and factors that may have been considered in
the process of rating this issuer can also be found in the Rating Methodologies sub-directory on Moody's website.

The last rating action with respect to the Town of Brookline (MA) was on March 20, 2009 when the town's Aaa long
term rating was affirmed.
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CREDIT RATINGS ARE MIS'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF
ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK
AS THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY
COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO



NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE
RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL
FACT. CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR
INVESTOR. MIS ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT
EACH INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.
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